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At the turn of the year a great many forecasts of the 


economic future were published by public and private 
agencies. These showed anastonishing degree of unanim- 
ity. Here are a few elements on which most forecasters 
seemed to agree: 


1. 


The present firmness in markets is likely to continue 
for most of 1953 because of the expected continuing rise 
in defense spending, the high rates of business invest- 
ment, and of consumer income and spending. 


. Before the end of 1953 the beginning of a moderate de- 


cline in economic activities is expected. This would 
result from anticipated leveling offof defense expendi- 
tures and beginning decline in business investment. 


. Even a moderate decline in production may be associ- 


ated with aconsiderable rise in unemployment because 
of the continued increase in the labor force and in pro- 
ductivity. 


However, such a decline in production and increase in 
unemployment are not likely to lead into a deflationary 
spiral and very large unemployment because of the 
great shock resistance which the U. S. economy has 
developed in the last two decades. 


In spite of the general recognition of "built-in stabiliz- 
ers,'' most believe that affirmative action by govern- 
ment will be necessary to reverse the downswing. Such 
action would include tax reduction, stepping-up public 
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Comments on Looking Ahead 


The initial response to 
the experimental issue of 
Looking Ahead was very 
favorable. While many 
readers simply stated their 
enthusiasm for the project, 
others made specific and 
detailed suggestions for in- 
creasing the usefulness of 
the periodical. After care- 
ful study of these comments, 
it has been decided to make 
Looking Ahead a permanent 
feature, to be published 10 
times a year. The editors 
will adopt, wherever pos- 
sible, those suggestions that 
are compatible with our ob- 
jectives as expressed in the 
experimental issue. 


There is still the need, 
however, for readers to 
send in or mention material 
they think should be brought 
to the attention of others. 
Only with this help can we 
make Looking Ahead the 
useful tool we would like it 
to be for the highly diverse 
interests of readers. 
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action would include tax reduction, 
stepping-up public investment pro- 
grams (particularly on the state and 
local level), and credit and monetary 
policies. 


6. Moderate measures of government 
policy will be sufficient to restore 
business confidence so that business 
investment will again take the lead in 
economic expansion. 


7. Thus, the period of economic expan- 
sion is expected to be interrupted by 
only a short and mild recession with 
a promising longer-run outlook. 


In this article we will not try to judge 
whether these forecasts are right nor 
add our own forecasts. We will merely 
look at the assumptions upon which these 
predictions are based, to give some in- 
dication of the degree of confidence which 
may be placed in them. One assumption 
underlying these forecasts needs to be 
emphasized--that the defense program 
will proceedasnowplanned. Any change 
in the international situation and the 
national security program would change 
the economic outlook. 


Need for Economic Adjustments 


The United States economy is at 
present geared to an expanding national 
security program. A leveling off or, 
possibly, a contracting of defense ex- 
penditures and business investments 
would necessitate economic adjustments 
in other parts of the economy. The ex- 
ploration of these needed adjustments 
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"The American Economy in 1960."" The 
NPA study, and also 'The Annual Eco- 

nomic Review"! by the Council of Econom- 
ic Advisors (from: Supt. of Documents, 

Wash. 25, 50¢) emphasize the need to 
increase personal consumption not only 
in absolute amount but also as a per- 
centage of total production when defense 
spending and business investment de- 

cline in relative importance. 


This chart shows that, before the 
hostilities in Korea, the ratio of con- 
sumption to total production was about 
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70%; it has fallen recently to a ratio of 
63%. The 1960 projection shows that 
this rate should go up to about 68% in a 
fullemployment economy with about $40 
billion for national security spending. 
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Source: 1950 and 1952, Commerce Dept.; 1960, NPA. 


was the main purpose of NPA's study of . 


It iseasier to state the need for such 
an adjustment in the ratio of consump- 
tion than to determine the exact timing. 


The timing depends largely on the 
course of business investment during 
the next few years. If business invest- 
ments continue to rise, it may be suffi- 
cient for consumption to rise in propor- 
tion to the rise of total production. If 
business investment should begin tode- 
cline, an early increase in the amount 
and ratio of consumption would become 
necessary to support an expanding 
economy. 


Raising the Ratio of Consumption 


How, then, can a rise in the ratio of 

consumption take place? The decline in 
the ratio of consumption from 70 to 63% 
was brought about by three factors: 
l. Taxincreases. 2. Price rises which 
curtailed consumption, particularly of 
families with relatively fixed incomes. 
3. Consumer restraint in buying after 
the post - Korean buying waves. 
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Canwe assume that these factors can 
be reversed, should defense spending 
and business investment decline? 


Substantial tax reduction will become 
feasible withthe decline intotal budgets. 
It will hardly be sufficient, however, to 
support consumption enough to absorb 
total potential production of consumer 
goods. It is likely, therefore, that 
prices of consumer goods will decline. 


Price Adjustment or Deflation 


Here arises, however, a crucial 
question in the analysis. Will a price 
decline stimulate consumer buying 
enough to restore a full employment 
level of activity or lead to a deflation- 
ary spiral and greater unemployment? 


The confidence of the various fore- 
casters that some price decline is pos- 
sible without initiating a deflationary 
spiral is based on two considerations: 


1. That under present labor-manage- 
ment relations it is not very likely 
that moderate price cuts will force 
down wage rates in general. 


2. Withbusiness planning its investment 
programs over longer periods--as 
many firms do--a temporary reduc- 
tion of profits is unlikelyto lead toa 
drastic curtailment of investments, 
especially if the long-range economic 
outlook appears favorable and if busi- 
ness is convinced that government, 
through fiscal and credit policies, 
can counteract a recession. 


Government Stabilization Policies 


The confidence that the government 
can effectively counteract a downturn is 
based onthe recognition that--unlike the 
situation in 1930- tax rates now are so 
high that their reduction could have a 
great impact on business activity. 


There is also a publicly recognized 
need for a large amount of public con- 
struction, particularly schools, hospi- 
tals, roads. Better transportation and 
parking facilities would encourage the 
movement of families to the suburbs, 


giving additional impetus to housing con- 
struction and urban redevelopment. 


A Caution 


Our analysis shows that the unanimity 
among forecasters is based in part on 
assuming a particular and very uncer- 
tain pattern of national security spend- 
ing, andin parton assumptions with re- 
spectto business, labor, consumer, and 
government behavior, about which we 
have little knowledge. 


We thus should recognize that the 
value of these economic predictions con- 
sists less in a forecast of things which 
are bound to come than inindicating the 
way in which adjustments can be made 
without disastrous effects ifgovernment 
and private groups take proper action. 


West Europe 
Takes Stock 


The Organization for European Eco- 
nomic Cooperation has published its 
fourth Annual Report, 'Europe--The 
Way Ahead.'' The OEEC is the inter- 
governmental organization whichco-or- 
dinates the efforts of the Marshall Plan 
countries. 


Covering production, productivity, 
trade, and monetary problems and poli- 
cies, this study is the most detailed 
analysis so far available of the actual 
economic achievements and future pros- 
pects of Western Europe. Part I dis- 
cusses the common program and recov- 
ery progress of the member countries 
as agroup; Part Ilanalyzes the forecasts 
of production, trade, and balances of 
payments prepared byeachofthe mem- 
ber countries and by the United States 
and Canada; and Part III considers the 
specific economic problems faced by 
each country and the types of govern- 
mental actions and policies which the 
OEEC believes should be adopted to solve 
them. 


(From: Columbia University Press, 
2960 Broadway, New York 27. Dec. 
1952. 358 pp. Price: $3.50) 
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U.S. Agencies React 
To Paley Report 


The President's Materials Policy 
Commission made 78 formal recom- 
mendations for developing, utilizing, 
and conserving the natural resources of 
the Free World. 


These recommendations have now 
been examined by a number of Federal 
agencies, whose comments and sugges- 
tions for implementation are brought to- 
gether in a report prepared by the Na- 
tional Security Resources Board. The 
report is limited to the role of the U. S. 
Government in the resources program. 
After summarizing the agencies' posi- 
tions, the NSRB adds its own specific 
recommendation for Federal action. 


On many of the proposals there is 
practically unanimous concurrence by 


the agencies which would carry them: 


out--for instance, regarding research 
activities, development of hydroelectric 
potential, and establishment of a forest 
credit and insurance system designed 


to encourage good timber management 
practices. 


On other proposals there is sharp 
disagreement, and the NSRB recom- 
mends further study. For instance, 
some consider the proposals concern- 
ing incentive taxation of mineral indus- 
tries necessary to offset the extraordi- 
nary risks inherent in minerals enter- 
prise, while Treasury considers them 
as tax loopholes. Most agencies agree 
on the need for national building stand- 
ards designed to bring about economies 
in the use of materials and to over- 
come obstacles to the full utilization of 
new materials and techniques. On the 
other hand, they are dubious about the 
PMPC proposals for enforcement of 
such standards. 


("The Objectives of United States Ma- 
terials Resources Policy and Suggested 
Initial Steps in Their Accomplishment, "' 
from: Supt. of Documents, Wash. 25. 
Dec. 1952. 101 pp. Price: 50¢) 
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tools for 
planning 


Households and Families 
—1955 and 1960 


Persons who wish to forecast demand 
for housing, household appliances, util- 
ities, magazines, and other items ordi- 
narily used on a family basis will be in- 
terested in the Census Bureau's '!Pro- 
jections of the Number of Households 
and Families, 1955 and1960."' 


Family and Household 


ormation - 
Families Households 
(in millions) 

1940 34.9 
1950 39.2 43.5 
1960 44.6 50.8 
Increase: 

1940-50 7.0 8.6 

1950-60 5.4 7.3 


The projected falling off in the rates 
of family and household formation is 
largely a consequence of the low num- 
ber of births during the 1930's. 


Families are defined as all groups of 
related persons residing together; house- 
holds as occupied dwelling units. The 
larger increase expected in households 
is mostly due to the estimated increase 
in households maintained by persons 
living alone and by groups of unrelated 
individuals. The annual increase in 
households, averaging 1,270,000 
from 1947 to 1952, is expected to aver- 
age only 670,000 from 1952 to 1957. 


The projections quoted assume that 
economic activity will remain high, 
though not quite as high as at present, 
and that the strengthof the armed forces 
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will be maintained at about 3.5 million. 


(The pertinent Census Bureau release: 
"Current Population Reports," Series 
P-20, No. 42, from Bureau of the Cen- 
sus, Wash. 25. Price: 10¢) 


Supply, Not Demand 
To be Farm Problem 


The Department of Agriculture has 
recently taken a long "look ahead" at 
U. S. requirements for agricultural pro- 
ducts in 1975. Itsestimates and evalua- 
tion of our chances of attaining them ap- 
pear in "Agricultural Programs of the 
United States, Current and Prospective." 


According to USDA, this country's 
needs for" food and fiber" will probably 
increase by 30 to 35% by 1975. Most of 
the increase will be due to a prospec- 
tive population increase of about 25%. 
(The USDA population projectionis con- 
sistent with Census Bureau's medium 
population estimate for 1960, discussed 
in Looking Ahead, Dec. 1952.) There 
also will be a small increase in consump- 
tion per capita and changes in consump- 
tion patterns if income rises. 


Increased Output per Acre, per Animal 


Only relatively small increases in 
output can be expected from increased 
acreage. Most ofthe necessary increase 
in supply will probably come from more 
output per acre and per animal unit. 


Crop production per acre was practi- 
cally stationary until 15 years ago, but 
during and after World War II, with de- 
mand and prices at profitable levels, 
U. S. farmers "cashed in" on fundamen- 
tal researchthat had been building up for 
many years. Further increase in aver- 
age yield is possible ifthese new meth- 
ods are applied even more widely than 
at present. 


U. S. farmers are getting more_and 
more production per animal as well as 
per acre--more milk per cow, more 
eggs perhen, etc. However, as succes- 
sively higher levels of livestock produc- 
tivity are reached, more and more re- 


sources andeffort are needed toprevent 
inroads from ravages of disease and 
insect pests. 


How to Expand Output 


The USDA believes that farm output 
can be expanded rapidly enough only if 
certain conditions are fulfulled. There 
must be continuing research on new 
techniques for expanding production. 
Such researchusually bears fruit slowly, 
over periods of 10, 15, 25 years. An in- 
tensive educational program must ac- 
quaint farmers with improved methods. 
(See details on inadequacies of such pro- 
grams inNPA Agriculture Committee's 
‘How Farm People Learn New Methods.'} 
Special efforts are needed to maintain 
soil resources so that higher crop 
yieldscan be sustained. And continuing 
prosperity in the agricultural sector of 
the economy will be necessary so that 
economic incentives will exist for farm- 
ers to adopt improved practices. 


Assuming that the required increases 
can be attained and progress in farm 
mechanization continues, the required 
increase in total production by 1975 
could be achieved with a 10% reduction 
in man-hour requirements. 


(From: U. S. Department of Agricul- 
ture, Wash. 25. Nov. 1952. 64 pp. 
Free.) 


Business Investment 
Plans Surveyed 


The Department of Commerce has 
been conducting jointly with the Securi- 
ties and Exchange Commission periodic 
sample surveys of business plans for in- 
vestment in plant and equipment. Ac- 
cording toarecent survey, $26. 3 billion 
of investment outlays are planned for the 
year 1953 compared with $26.9 billionin 
1952. 


Commerce has also made a special 
field survey of the longer-range invest- 
ment planning of a number of large cor- 
porations. These corporations anti- 
cipate investment outlays for 1954 
of about 85%, for 1955 of about 80%, 


of the 1952 volume. Increases in 

investment programs are reported in the 
chemical, rubber, petroleum, electric 
machinery, and electric power indus- 
tries, and alsointhe field of large-scale 
retail trade. Reductions were reported 
by corporations in the iron and steel, 
non-ferrous metals, and automobile in- 
dustries, and by railroads and airlines. 


Investments in defense-supporting in- 
dustries are expected to decline. Since 
1950 certificates of necessity have been 
issued on about $24 billion of proposed 
investment. By the end of 1952 about 
3/5 of these investments had been put in 
place. In 1952, 37% of business invest- 
ment in plant and equipment was sup- 
ported by tax amortization privileges; in 
1953 this proportion is expected tode- 
cline to 30%. 


("Markets After the Defense Expansion, "' 


from: Supt. of Documents, Wash. 25. 
Dec. 1952. 95 pp. Price: 55¢) 


recent 
reports 


Atomic Energy Report 


What role will private enterprise 
play in the development of atomic power 
for industrial uses in the future? In 
May 1951, the Atomic Energy Commis- 
sion accepted the proposals of eight pri- 
vate firms to study the practicability of 
business and industry building and oper- 
ating reactors to produce fissionable 
materials and power. 


To help evaluate the studies, the 
Joint Committee on Atomic Energy com- 
piled a summary of the major problems 
in atomicenergy for industry. Included 
are several hundreds of pages of state- 
ments and articles tracing the develop- 
ment of industrial atomic power from 
1944 to the Conference at the University 
of Chicago last December commemor- 
ating the tenth anniversary of the first 
nuclear pile. 
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In seeking the answer to "What is re- 
tarding atomic power development?" a 
"Let George do it'' attitude was dis- 
covered--"',...a tendency on the part 
of...private industry and government 
to hold back in the hope that someone 
else will assume the responsibility in 
each problem area, that someone else 
will make the investment in the pilot or 
prototype plant, and that someone else 
will force the policy issues which must 
be decided before the atomic power in- 
dustry can go forward aggressively." 


("Atomic Power and Private Enterprise!’ 
from: Supt. of Documents, Wash. 25. 
Dec. 1952. 415 pp. Price: $1.00) 


Underdeveloped Countries’ 
Export Fluctuations Studied 


Under the title "Instability inthe Ex- 
port Markets of Under - Developed 
Countries" the United Nations Depart- 
ment of Economic Affairs has just pub- 
lished the results of a two-year study of 
the fluctuations in export prices and 
volumes over the past half century of 18 
primary commodities constituting the 
major exports of a selected group of un- 
der-developed countries. The study 
assesses the effects of instability in the 
export markets of these countries on 
their foreign exchange earnings and on 
their economic development. 


The study's summary points out that 
there have been marked fluctuations in 
earnings from "exports during the fifty 
yearsunder review--whether measured 
on a cyclical basis or from year to year. 
While different commodities and coun- 
tries have been variously affected, prac- 
tically all showed a substantial degree 
of instability. Price fluctuations were 
not the major factor in the instability of 
export proceeds; on the whole, the vol- 
ume of exports has fluctuated even more 
than the price.” An analysis was also 
made of the movement of capital and of 
invisible earnings, inadditionto changes 
in earnings from exports. Data on cap- 
ital movements and invisible earnings 
indicates such receipts did not compen- 
sate for instability in export proceeds. 
Under-developed countries rely almost 
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exclusively on foreign exchange earn- 
ings from exports for their capacity to 
import. 


(From: Dept. of Economic Affairs, 


United Nations, New York. Sept.1952. 
94 pp. Price: $1.00) 


for the 
library 


Two New Economic 
Periodicals 


Two new economic periodicals made 
their debuts in late 1952: 


1. "Challenge Magazine,'' a monthly 
"slick"' reporting and interpreting 
economic news in popular language. 
Published by Institute of Economic 
Affairs, New York University. Ad- 
dress--"Challenge Magazine,'' 32 
Broadway, New York 4, New York. 
Single copy, 20¢; 1 year subscription, 
$2.00. 


2. ''The Journal of Industrial Econom- 
ics,'' an Anglo-American journal de- 
voted especially to the economic prob- 
lems of industry and commerce. 
Articles are of a scientific character 
--directed to economists and busi- 
nessmen. Published by Basil Black- 
well, Publisher, 49 Broad Street, 
Oxford, England. Single issue, $1.40; 
1 year subscription (three issues), 
$3.00. 


Current Status of Public 
and Private Pensions 


The NPA study, "Pensions in the 
United States" was released in Decem- 
ber by the Joint Committee on the Eco- 
nomic Report. Senator Joseph C. 
O'Mahoney, chairman, predicted that 
the report, which was prepared at the 
Committee's request, would be a "best 
seller'' in its field. Robert M. Ball 
headed the staff which made the study. 


(From: Supt. of Documents,Wash. 25. 
114 pp. Price: 30¢) 


Editor's Note: 


Depression Threat 
Analyzed in Magazine 


The current issue (Feb. 17) of ''The 
Reporter''is devoted largely to the pos- 
sible threat of a depression and ways 
by which it might be avoided. It in- 
cludes articles by Gerhard Colm and 
Paul Samuelson on these topics. 


State of Union 
Messages Available 


The State of the Union messages of 
former - President Harry S. Truman 
and President Eisenhower can be ob- 
tained free from House Documents, 
United States Capitol, Wash. 25. 


NPA 
activities 


Many members, in comment- 
ing on the experimental issue of 
Looking Ahead, suggested that 
we expand the section devoted 
to NPA activities. Each issue 
of Looking Ahead will have a 
report on a department or com- 
mittee of the Association. 


INTERNATIONAL COMMITTEE --- 


The Committee has a full agenda for 
its next meeting, to be held about the 
middle of March. Progress reports will 
be given on projects currently underway 
as well as on several which have been 
authorized on an exploratory basis. 
Among the projects currently underway 
are: 


Organizing the Atlantic Community. A 
report is now being written on ways in 

whichthe United States, Canada, Britain, 

and Western Europe canmore effectively 
organize themselves to achieve their 
commoneconomic, political, and defense 
objectives. The report will be published 


7 


asa Planning Pamphlet by early summer 
1953. 


ok The Soviet Economic Offensive Against 
‘Z the Free World. An analysis of the ob- 
. jectives and methods of the Soviet Bloc's 
‘ss foreign economic policy is now being 
if prepared andalsowill be publishedas a 
a Planning Pamphlet in 1953. 

a American Import Policies. This study, 
.: undertaken jointly with The Twentieth 
a Century Fund, will analyze the effects 
- of American import policies on domes- 
= tic producers and foreign countries, and 
Me the probable effects of liberalization of 
a our import policies on these groups. A 
ye report in book form will be issued in 1953. 


Reappraisal of U. S. Foreign Economic 
‘ Policy. This project, being prepared by 
a joint study group organized with The 
Woodrow Wilson Foundation, was de- 
ne scribed in the December 1952 issue of 
Looking Ahead. 


Efficient, colorful offices, spacious con- 
ference room, marknew NPA quarters. 

At its last meeting in New York City, * 
the Committee welcomed twonew mem- NPA reports, in addition to Looking 
bers--Mrs. Helen Hill Miller, journa- Ahead, are sent automatically to mem- 
list, and August Maffry, vice president Bers of the Association. For full infor- 
of Irving Trust Company. Both had ac- mation on membership in NPA, write 


cepted invitations to become members 
and had been voted in by the Committee 
at a previous meeting in June. 


Membership Dept., National Planning 
Association, 1606 New Hampshire Ave., 
N. W., Wash. 9, D. C. 


(Permission to quote, with usual credit, is granted.) 
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